This paper describes the evolution of development economics thinking after World War II as one of a constantly shifting balance between addressing market failures and government failures. The pendulum has swung from statist "big push", through market-oriented "Washington Consensus", to a more balanced approach between state and market that also includes the role of civil society as a third player. The paper interprets these swings as not just technical responses to real-world problems with either approach, but as the result of political forces and institutional incentives.
Introduction

Shantayanan Devarajan and Ravi Kanbur
The Evolution of Development Strategy As Balancing Market and Government Failure
Chapter 4
Page 13
These challenges to the Washington Consensus were in turn absorbed in development thinking to produce a swing back to a better balance between state and market, but without returning all the way to the statist strategies of the immediate post-war phase. The Growth Commission of the mid-2000s, whose members included leading policy-makers from developing countries, captured this emerging consensus well:
"In recent decades governments were advised to 'stabilize, privatize and liberalize.'
There is merit in what lies behind this injunction-governments should not try to do too much, replacing markets or closing the economy off from the rest of the world. But we believe this prescription defines the role of government too narrowly. Just because governments are sometimes clumsy and sometimes errant, does not mean they should be written out of the script. On the contrary, as the economy grows and develops, active, pragmatic governments have crucial roles to play." (Commission on Growth and The Growth Commission's report was published before the global financial crisis of 2008. The caution against the simple injunction to "stabilize, privatize, and liberalize" can only be stronger in the second decade of the new millennium.
Beyond state and market
Our account of post-war development thinking and policy has focused, by design, on the debates between market-oriented and state-oriented development strategies. This debate, as we have seen, dates from before the war, is still at the core of the development discourse, and will no doubt continue. However, there is a key element in the debate that was not present in pre-war or Shantayanan Devarajan and Ravi Kanbur
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Chapter 4 Page 15 immediate post-war thinking, or indeed for the first three decades after the Second World War.
This is the role of civil society.
In Devarajan and Kanbur (2007) 
Conclusion: Revolutions or evolution in development thinking?
To those engaged in the cut and thrust of development debates, the twists and turns seem large and significant. The turn toward market oriented development strategies in the 1980s appeared to both supporters and opponents as "revolutionary." For Fukuyama (1992) these shifts were epochal in the right direction. For others the "neo-liberal" or "Washington Consensus" strategies were equally epochal but in the wrong direction. However, viewed in the perspective of the long arc of development thinking, stretching back to the Second World War, the inter-war period, and before, these decadal shifts appear as relatively small adjustments.
In fact, it would be difficult to identify "revolutions" in the progression of development thinking that we have described in this paper. Rather, what we have seen is the pendulum swinging back and forth between two visions of development strategy, where each swing absorbs key features of the challenges to the previous dominant mode of thinking and converts itself into the next consensus waiting to be challenged. New challenges and issues may appear, such as the increasingly important role of civil society, but older issues do not entirely disappear.
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Chapter 4 Page 38 challenges to Sydney Caine, which became orthodoxy in the next phase but were then dethroned in the phase thereafter, are once again present as policy possibilities.
Development economics thinking does not seem to have revolutions in the sense of Kuhn's and old challenges act as the antitheses as circumstances change and issues arise. We have certainly seen this in our brief assessment of the post-war development economics discourse. The "market versus state" debate has gone back and forth, ever constant but also ever changing. If there is a synthesis now, it is perhaps one that has learned the lessons of the overzealous embrace of markets at any cost, but one that is not prepared to go back to the simple nostrum that state intervention can solve everything. This synthesis now faces challenges to the notion of the role of the state itself, and so the evolution continues.
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